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The main limitation of Confucianism is that its consciousness and moral codes
are limited to the framework of one's family, rather than applying to the nation
or people as a whole. This has resulted in social inequities, making people evaluate
a person not as an independent person, but as a subordinate existence, belonging
to a higher structure. In other words, Confucian ethics are not applied universally to others, but govern human relations according to the closeness or the status
of the people involved. In those relationships, conunon school background,
hometown, family clan, and so on, are considered very important in defining
human relations. As a consequence, reasonable and businesslike attitudes have
given way to emotionalism and sentimental considerations in dealing with others
(Yun, 1971).
Such attitudes of the Korean people have grown into irrational and subjective
modes of behavior and thinking over a long period of time, centering mainly on
an individual or a family, at best. At workplaces, interpersonal relations rather
than task-related relations are considered most important, and one's manners are
also different according to the status of the person with whom one is dealing.
While the rationalism of Western society emphasizes fair and objective interpersonal relationships, the Korean people in general regard emotional and subjective values very highly. The effect of these attitudes appears in their intimate and
lavish hospitality to acquaintances in contrast to their hostile and blunt responses
to others whom they do not know.
Korean managerial practices are indeed influenced by such traditional cultural
norms, as we can see from the following: (1) Nepotism has been very common
in business administration. Companies are often run by the owner's family
members, without making a distinction between ownership and professional
business management; (2) management is not task oriented but relationship
oriented; (3) vertical relationships are more emphasized than horizontal human
relations; (4) emotional and authoritarian attitudes of management are dominant
rather than democratic and rational ways of behavior.
TRADITIONAL MANAGERIAL VIEWS
What follows from the traditional value systems is a set of managerial assumptions and practices. Table 15.1 summarizes the five commonly believed cultural
norms and managerial practices among Korean firms (Shin, 1984).

Unequal Heirship in Company Succession
Family succession in Korea means that the leadership of the household is handed
down to the eldest son. When the male head of the family dies, his first son gets
the lion's share of the family fortune, and the rest receive what is left. Managerial
succession takes place in a similar fashion. The first son usually takes over the
family business when his father is no longer able to perform the leadership function. This is different from the system in China, where sons inherit equally among
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Table 15.1
Managerial Practices and Traditional Culture

Manaqerial Practices

Traditional Culture

Organizational
climate

1. Company succession
(owner-manager)
2. Power structure
3. Personnel policy

Heirship in favor of
eldest son
Exclusionism
Seniority system

Behavioral
variables

4. Leadership of
superiors (seniors)
5. Behavioral patterns
of employees

Authority and harmony
(paternal ism)
Obedience and sense of
belongingness

themselves, or in Japan, where a single heir is selected to receive all the properties. In the Korean family system, the eldest son is at the core of family tradition.
It is presumed that the eldest son of the founding entrepreneur naturally follows
his father in taking the reins of the company (Lee, 1977).

Exclusionism and Commonality
The Korean family system based on blood relations has a strong impact on formulating the decision-making structure within a company. Because the family
plays a dominant role in Korean society, nonfamily members are often excluded
from participating in decision-making processes in an organization. Exclusionism
is manifested in the Korean tradition of ancestor worship, the child adoption
system, and the sharing of strong family-group feelings. Almost every family
in Korea pays due homage only to its own family ancestors. In the ancestor-worship
rituals (Jesa), even the direct relatives of the family are distinguished by their
distance from the family head. Discrimination also exists between people with
names at the top of the family tree (with higher Hangyol) and those with lower
Hangyol, giving priority to people at upper levels of the orders. These habits
have led people to develop a strong inclination to treat others based on the distance
from oneself in various human contacts in the society (Choi, 1968).
Exclusionism is reinforced by a strong sense of commonality among people.
Commonality may come from family name, hometown, or school attended. The
social stratum to which a family belongs is also an important category by which
people feel a common identity. People from the same social group gather together,
sharing profound feelings of belonging, while rejecting other members of society as total outsiders (Choi, 1974). When this traditional exclusionism is applied
to modem enterprises, a closed decision-making group with the owner at its center
is formed, with his close family members and relatives and others in special relationships surrounding him.
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society to a more industrialized one, so do managerial views and practices. Let
us look at the emerging trends in managerial assumptions and practices.

Views on Managerial Succession
According to a survey by the Korean Chamber of Commerce and Industry of
486 company chairmen and presidents, 61 percent of the respondents said they
would select men from among company officials to succeed them while 25.5 percent said they would choose their children or relatives. On the other hand, 3.1
percent planned to select a friend or a hometown friend, 1. 9 percent wanted to
have a business colleague, and 0.8 percent said they would choose a man from
a related government agency (KCCI, 1984). Jung Nyun Kim (1984) conducted
a similar survey on 107 enterprises in Korea. The survey showed that 30. 8 percent of company presidents were founders themselves while 11.2 percent were
sons of founders, 20.9 percent were presidents selected within the company, and
29.0 percent came from outside. These two studies indicate that not as many founding owners hand their companies down to their sons as is commonly believed.

Power Structure within the Company
It is commonly known that Korean enterprises are structured with the founder
in the center, surrounded tightly by a handful of high-ranking managers and staff
who, in most cases, are either close relatives of the owner, his fellow alumni,
or hometown friends. This is not necessarily true in reality. As shown in Table
15.2, 42 percent of chief executives of Korean firms are either the founder-owners
or their sons, while 58 percent of them are professional managers recruited from
within or outside the firm (Kim, 1984). In addition, only 15 percent of the firms
surveyed have decision-making authority exercised solely by the president, while
47.7 percent take company officials' opinions into account, and 37.3 percent reach
final decisions mainly by the opinions of the managers. Similarly, the study conducted by the Korean Chamber of Commerce and Industry (KCCI, 1984) reported
that only 22.4 percent of decisions are made by top management, while 60.9 percent utilize key staffs, 8. 0 percent depend on various reference information and
data, and 3.9 percent on advice and recommendations by advisors and consultants.
As the business environment becomes increasingly complicated and diversified,
an increasing number of Korean companies are now managed by professional
managers, who enjoy growing importance.

Personnel Policy and the Seniority System
The seniority system in Korean firms is believed to be based on the family
structure, in which the status and power of family members are defined by age
and family relations, without regard to their ability or qualifications. According
to a study by Ki Chul Song (1984), 84 percent of employers respected capability
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Table 15.2
Structure of Decision Making

Item

Peroentaqe

President's
background

Founder
Son of founder
Company officials
From outside

30.8
11.2
29.0
29.0

Patterns of
decision making

President centered
Managers' view considered
Managers centered

15.0
47.7
37.3

Source:

Jung Nyun Kim, "Growth of Enterprise and Management
Capability," Monthly Chosun (February 1984}: 118.

and performance of employees in personnel policy, while 29 percent claimed
seniority was the most important factor, in contrast to 36 percent who were against
the seniority system. This finding suggests that the preference for seniority as
the basis for promotion is becoming relatively less important. Similarly, the study
by the Korean Chamber of Commerce and Industry (KCCI, 1984) suggests that
the personnel policies oftoday's Korean companies adopt a mixed system of both
seniority and capability. A considerable number of companies employ both systems
by combining them at 50-50 or 60-40 ratios. In other words, we do not have
a 100 percent seniority system or a 100 percent merit system.

Leadership, Authority, and Harmony
In general, leadership patterns can be classified into four groups: despotic,
democratic, laissez-faire, and in-between. What type of leadership do Korean
businessmen have? According to the Chamber of Commerce study (KCCI, 1984),
few company bosses were found to be completely authoritarian or completely
on an equal footing with employees. A majority of 86.6 percent understood industrial relations as mutually cooperative partnership relations, under harmonybased leadership; that is, democratic leadership. This study shows that Korean
managers value staff meetings and labor management council meetings for open
communication between employees and management. In addition, they value and
utilize both formal and informal communication channels. The fact that both formal and informal communication channels are considered by Korean managers
to be more effective and desirable than unilateral top-down instructions indicates
that authoritarian leadership is not the most effective means for employee motivation and control.

